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UNCLAS TOKYO 3619 

USEEC 

US OECD ALSO FOR EMBASSY 

E.O. 11652: N/A 
TAGS: EFIN, JA 

SUBJECT: TOKYO FOREIGN EXCHANGE MARKET DEVELOPMENTS 

1 . TENSIONS SIMILAR TO THOSE REPORTED IN SOME OVERSEAS 
FOREIGN EXCHANGE MARKETS RECENTLY APPEARED IN THE TOKYO 
FOREIGN EXCHANGE MARKET MONDAY MARCH 6. AS COMPARED WITH 
THE CLOSE OF 237. 15 ON FRIDAY AND THE MEDIAN RATE OF 

237.80 FOR THAT DAY, THE YEN MOVED TO 236.20 SHORTLY AFTER 
THE OPENING. DESPITE STRONG BANK OF JAPAN (BOJ) INTERVEN- 
TION IN THE MORNING SESSION, REPORTED TO HAVE TOTALED 
$400 MIL, BY MID-DAY THE YEN HAD REACHED 235.25. TRADING 
WAS DESCRIBED AS HECTIC AND VOLUME FOR THE MORNING SESSION 
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WAS OVER $600 MIL. BY THE END OF THE DAY, VOLUME REACHED 
$825 MIL, AND ALTHOUGH THE BOJ WAS DELIEVED TO BE OUT OF 
THE MARKET MOST OR ALL OF THE AFTERNOON, THE RATE CLOSED 
AT 235.20. 

2. A COMMON EXPLANATION OF THE SUDDEN HEATING UP OF TRADING 
IN THE TOKYO MARKET IS THAT THE VIEW SIMPLY BECAME PERVASIVE 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


THAT, GIVEN DEVELOPMENTS IN EXCHANGE MARKETS ABROAD, UPWARD 
PRESSURES ON THE YEN WERE INEVITABLE, AND THE LATEST 
PERFORMANCE IN OVERSEAS MARKETS GAVE SOME SUPPORT TO THIS VIEW. 
THERE HAS ALSO BEEN SPECULATION IN RECENT DAYS THAT THE 
GOJ WOULD AGAIN MOVE TO CHOKE OFF CAPITAL INFLOWS, WITH 
RUMORS CENTERING ON AN INCREASE IN THE RESERVE REQUIREMENTS 
ON FREE YEN DEPOSITS AND SUSPENSION OF FOREIGN PURCHASE OF 
ALL OR CERTAIN JAPANESE BONDS. HOWEVER, THERE IS ALSO A GREAT DEAL 
OF COVERAGE OF ALLEGED U.S. -EUROPEAN DIFFERENCES ON ECONOMIC 
POLICY AND OF VARIOUS PRONOUNCEMENTS OUT OF THE MIDDLE EAST 
CONCERNING THE DOLLAR AND OPEC PRICING AND INVESTMENT POLICY. 

3. ONE OF THE MORE INTERESTING COMMENTARIES ON THE SITUATION 
APPEARED IN THE KYODO ENGLISH ECONOMIC SERVICE TICKER BEFORE 
THE MARKET OPENING TODAY (MARCH 6). THE THRUST OF THE 
ARTICLE, ATTRIBUTED TO INFORMED SOURCES, IS THAT THE BOJ IS 
DETERMINED TO PREVENT FURTHER APPREFIATION OF THE YEN BY 
EVERY POSSIBLE MEANS. THE NEW DEFENSE LINE WAS TO HAVE 
BEEN DRAWN AT YEN 237 TO THE DOLLAR. THE ARTICLE GOES ON TO 
SUGGEST THAT IF THE DOLLAR DECLINE CONTINUES UNTIL THE NEXT 
BIS MEETING IN BASLE, THE BOJ WILL TAKE THAT OCCASION TO JOIN THE 
EUROPEANS IN PRESSING THE U.S. ONCE AGAIN TO ISSUE ROOSA BONDS 
(CAREFULLY DISTINGUISHED IN THE ARTICLE FROM ROOSA IDEAS 
REGARDING INTERVENTION IN THE FOREIGN EXCHANGE MARKET). 
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